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Issue #20: Modification of Fire Demand Meter Fixed Charges

Change? If Yes, Modify the Fire Demand Meter Fixed Charge Rate Design
Yes or Option for
( P Pros Cons
Issue No) Change

Retail small multi- Modify the Fix unintended consequences of some low-volume customers with large fire Will require extensive research on approximately 500-600 fire demand meters to
family customers must current small demand meters having significantly higher fixed charge portions of their monthly determine appropriate domestic use.
currently pay ﬂXEd_ multi-family fixed bill. Reduced fixed revenue from these customers that will be made up on volumetric
charges that contain a charge rate h
potentially high design. charges.
allocation of public fire
protection costs.
Status Quo: Maintain
the current small
multi-family fixed
charge rate design.
PIC Meeting Dates: PIC Meeting #11 March 6, 2017
WIC Meeting Dates: WIC Meeting #9 February 21, 2017
Consultant Multifamily customers should not be charged based on fire meter size. Instead, they should be assessed a fixed charge for a meter size as determined by that customer's typical monthly use.

Recommendation:

PIC & WIC Comments: | Gary Rose (WIC-Southwest Co.): Fixed charges should be off smaller meter and read volume for both. Only charge higher fixed charge if they use a larger meter.

Howard Hagemann (WIC-Southwest Co.): How are peaking factors impacted?

Todd Davey (PIC-Industrial/Large Volume): This is a portion of a larger rate design issue and should be discussed during rate discussion.

Marcia Stokes (PIC-Multifamily): | have already submitted comments on how to fix this. This is an issue that not only affects multifamily but all classes with fire demand meters

Executive Team Decision:
Decision
Rationale:
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Issue #21: Fire Protection Costs and Allocation to Customer Classes

Change? If Yes, Fire Protection Cost Allocation
(Yes or Option for Pros Cons

Issue No) Change
Fire protection costs Modify the Provides equitable allocation of fire protection costs associated with ensuring water Fire protection is a standby service and most customers rarely use
must be allocated to current fire system has sufficient capacities at all times
customer Flasses demanc} co§t Differences in fire protection needs between customer classes can be addressed
based on fire demand. determination .

and allocations through allocation

Status Quo: Maintain to customer
the current fire classes.

protection cost
identification and
allocation as
developed in 2008

COS study.

PIC Meeting Dates: PIC Meeting #11 March 6, 2017
WIC Meeting Dates: WIC Meeting #9 February 21, 2017
Consultant

Recommendation:

PIC & WIC Comments:

Executive Team Decision:
Decision
Rationale:
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Issue #22: Elimination of Commercial and Large Volume Subsidy of Residential Water Customers

Change? If Yes, Subsidy Elimination
Yes or Option for
( P Pros Cons
Issue No) Change

Residential rates currently Eliminate All customer classes would be charged rates that would recover their identified Customer impact to residential class.
subsidized by commercial and residential cost of service.
large volume customers. rates subsidy. All customers treated consistently with rates at their cost of service.
Status Quo: Maintain current
level of rate subsidy.

PIC Meeting Dates: PIC Meeting #11 March 6, 2017
WIC Meeting Dates: WIC Meeting #9 February 21, 2017
Consultant Recommendation: RFC recommends the elimination of the interclass subsidy. Depending on the magnitude of the updated cost of service, this may be phased in over a short-term period, such as 3 years.

PIC & WIC Comments:

Executive Team Decision Decision:

Rationale:
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Issue #23: Test Year for Revenue Requirements (Not a Specific PIC/WIC Meeting Topic)

Change? If Yes, Actual Test Year
(Yes or Option for S Cons

Issue No) Change
Test year that will be used to Historical Actual expenses in a historical test year is a good representation of costs needed | Not consistent with budgeting process of municipality.
determine total revenue actual to operate the water and wastewater systems. Could result in a lower revenue requirement than cash flow needs
requirements. zzz:irllslees with Adjustments for known and measurable provides transparent justifications.
Status Quo: Use the proposed adjustments
budget as the revenue for known and
requirement test year. measurable

changes.

PIC Meeting Dates:

PIC Meeting #10 February 21, 2017

WIC Meeting Dates:

WIC Meeting #9 February 21, 2017

Consultant Recommendation:

PIC & WIC Comments:

Jay Joyce (WIC-Wells Branch): Are we going to discuss known and measurable changes as a group? Labor costs, the PUC likes to use the latest payroll runs and keeps a running total. If the actual data
is ending in September 2016, then we are adjusting for known and measurable for September 2017 which we already know when the hearings examiner process begins (same month). Are you
going to lose a year? The City of Ft. Worth used a similar process.

Todd Davey (PIC-Industrial/Large Volume): What's the timeline for delivery? When do you expect for the model to be complete?

Lanetta Cooper (PIC-Residential/Low Income): My only concern is that not all of the known and measurable changes associated with revenue and costs are accounted for. PUC requires most recent
data.

Executive Team Decision

Decision: AW will use a historical actual test year adjusted for known and measurable changes.

Rationale: Actual expenses from a prior fiscal year provides justification of what it takes to operate and maintain our systems. Adjusting for known and measurable changes provides further
justification of requirements to meet cash needs. Actual expenses adjusted for known and measureable changes provides transparency of our costs and justifications of any expected changes. It
ensures the cash flow needs of the utility can be met.

COS 2016 | PIC
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Issue #24: Creation of Outside City Retail Customer Classes and Rates (Not a Specific PIC/WIC Meeting Topic)

Change? If Yes, Create Outside City Retail Customer Classes
Yes or Option for

Issue ( No) ghange Pros Cons
Whether to create outside city Create the Identifies cost of service and associated rates for these customers. Different rates for customers who live just beyond the city limits as compared to
retail customer classes for outside city Provides cost of service justification for those customers that have jurisdiction city customers that might be in similar proximity
residentia.l, multifamily, and customer with the PUC for rate challenges. Possibly have lower rates than inside city rates due to the consumption patterns
commercial. classes and ) ) o .

develop cost of generally being higher than inside city rates.

Status Quo: Austin Water does service rates
not have outside city retail for each.
customer classes.
PIC Meeting Dates: N/A
WIC Meeting Dates: N/A
Consultant Recommendation:
PIC & WIC Comments: N/A

Executive Team Decision

Decision: Austin Water will create outside city retail customer classes and rates.

Rationale: The creation of outside city retail customer classes and rates provides for specific identification of cost of service revenue requirements for each class. These outside city classes have
PUC jurisdiction for their rates, so this specific identification of revenue requirements and rates is necessary for any future PUC rate challenge. Additionally, the specific customer class information
and transparency might help to mitigate any future PUC rate challenges.
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